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COFY NO. 2.9 -
January 29, 1951

MEMORANDUM FOR THE NATIONAL SECURITY COUNCIL

SUBJECT: East-West Trade
REFERENCE: . NSC 25X1A9a
25X1A9a

At the-request of the Secretary of State the enclosed memorandun.
report of progress dn export control negotiations, prepared by the
vcpartment of State with reference to paragraph 2 (f) of NC 91/1
¢n the subject, 1s circulated herewith for the information of the
Natlonal Security Council.

S. EVERETT GLEASON
Acting Executive Secretary

cc:  The Jecretary of the Treasury
The JSecretary of Commerce
The Director of Defense Mobilization
The Economic Cooperation Administrator
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Memorandum

REPORT OF PROGRESS IN EXPORT CONTROL NEGOTIATIONS
(Ag 0o anuary o,

References: a) NSC Action No. 347(a), August 24, 1950
b) NSC 91/1, November 17, 1950
¢) Progress Report on Foreign Ministers
Conference, New York, September 19, 1950+

Current Status of Negotiations

The Foreign Ministers of the United Kingdom, France and the
United States, meeting at Néw York on September 19, 1950, agreed that
the international program for security export controls should be
reviewed on a tripartite basls with a view to obtaining a larger
measure of common agreement on the kinds of goods to be controlled
for shipment to the Soviet bloc and on the types of control to be
exerclsed, At thelr direction, delegations of the three Governments
met in London on October 18.

hs a consequence of discussions lasting one month, the Govern-
ments of Great Britain and France agreed to extend their export con-
tr.ls without delay to cover a much larger number of industrizl and
ve’ated roods of strategic importance. If similar action is taken by
e ter nations participating in the Consultative Group, the 1inter-
national export control 1ists will cover more than twice the number
of items formerly listed. The embargo list, which was already
extensive, will be increased by more than 50 rercent and will cover
many of our 1-B 1tems as well as almost all of our 1-A items.

At a meeting of the Consultative Group in Paris on November 23,
the three Governments Jointly proposed that these additional controls
be adopted by the other Western European countries in the group.
Formal actlon accepting the controls will be taken at the next meet -
inyy o' the Consultative Group on January 16, 1951. Information
ava“'lable to date indicates that there may have to be further dis-
cussion in the Coordinating Comnittee concerning about 10 percent of
the ltems proposed for control but that the remainder will be adopted
immediately. A further report will be submitted to NSC members
whier. complete results are known,

On January 5 the additional 1ists of items proposed for control
a3 a result of the London meetings were transmitted to the Govern-
ments of Sweden and Switzerland by the U.S., U.K., and French diplo-
matic missions in Stockholm and Bern. It is expected that there will

*Progress Report, dated Uctober 11, 1950, by the Department of State
on "Eip§rt Controls and Security Policy", (NSC 69 series; NSC Action
No. 347
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be further meetings by the end of January in order that we may
ascertain what specific actions the Swedish and Swiss Governments
will take toward adopting controls which parallel those of other
Western European countries.

Progress Toward "Parallel Action"

The Londom discussions were concerned with a total of 318
different items (1l1istings), in more than a dozen industrial cate-
gories, and about 80 percent of them were agreed for some form of
control. In most cases the degree of control accepted is comparable
to, and in some cases 1t exceeds, that which 1s called for by the
strategic criteria adopted by our Government in establishing the 1-A
and 1-B lists. 1In actual practice the United States has followed a
licensirg policy more restrictive than required by its own zontrol
criteria (for example, embargoing most 1-B items), but if we Judge
the performance of other countries according to the criteria which
we set for ourselvep, it 1s possible to say that "parallel action"
has been substantially attained. It would be unrealistic to expect
much more from our allies 1n Western Europe so long as they consider
it unwise or premature to carry export controls to the point of
scopping all or nearly all trade with the Soviet Union and its
gatellites.

The results obtained recently in the London and Paris meetings
t2ve preatly exceeded those anticipated at the time negotiations
canmenced. This progress i1s attributable to several factors:
iroreased recognition of the seriousness of this problem in view of
Ffar Eastern developments, the greater emphasis placed on strategic
censlderations (as against economic factors) as a result of the
agreement reached in New York last September, and the direct partic-
ipation of milltary and intelligence advisers during the technical
phases of the London tripartite talks. The U.S. Delegation at Loncdor
included representation from the Departments of State, Defense and
Conrerce, the Economic Cooperation Administration and the Central
Int~1ligence Agency.

s

The followling paragraphs summarize in greater detail the prin-
cival results of the London meetings. Annex A presents a summary 'n
statistical form.

Extenalon of Control Lists

To the extent that progress can be measured in terms of numbers
of 1tems placed under control, without examining the strategic import-
ance and coverage of each individual 1isting, the following figures
show what will be accomplished as soon as other countries adopt the
tripartite proposals,

International List I (embargo) will be increased from 185 items
to 287 itema, or by 55 percent. The U.S. had proposed the embargo -
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of 79 1-A items and of 125 1-B items, the latter being the most
strategic items on the 1-B list (Group I) which the U.S. de facto
embargoes to the Soviet Bloc. According to the 1-B 1list criteria,
however, the strategic importance of these items depends on whether
they are exported in significant quantities; and we have not hereto-
fore recommended that other countries completely embargo them, except
1n those cases where we up-graded a specific item to the 1-A list,

In the London meetings the British and French agreed to control most
of the additional 1-A items we had proposed -- over one-half were
agreed for embargo and all but about 10 of the remaining items were
accepted from some degree of control. They also accepted 64 1-B
items for complete embargo (one-half of those we proposed) and agreel
to less restrictive control over most of the remaining items.

International List II (quantitative control) prior to ‘the London
meetings covered 46 items, of which 15 were up-rated to embargo at
London. The future international 1list II will contain 104 1istinzs;
i.e., 31 already listed and 73 added as a result of the Lond.on mast-
ings. In the short time available at London no attempt was r¢ 22 to
reach agreement on the degree of limitation to place on exporis oI
~.ch 1ndividual item. Representatives of the three governmen 't ave
o meet agaln soon however, probably in January, to make these decls-
..ns on the basis of more detailed information, covering trade
statistics gnd intelligence concerning Soviet Bloc needs, which
coverimwent agencles are now gathering. Until these declslons sre
nade, it has been agreed that exports of these items will not Lc
* . .easod and detailed reports will be submitted concerning pasy ani
~ . roant shipments.,

Arreement was also reached 1in London to exchange informatlon
about axports of a substantial number of additional items of lesser
strategic significance -- totalling 69 11stings -- and It will be
possihie to bring items in this category under more restrictive
continl If the amounts being shipped appear to be excessive or if new
tnferretion 1s produced Justifying a higher strategic rating. This
15 ~ "watch" l1st, handled in a manner similar at least in thecry to
the tr~atment which we accord to a number of the items on our 1-B
11st {:roup IIT). In the absence of a special listing in this
manner, involving a pre-shipment licensing or some similar ac¢winist-
rative control, 1t is generally impossible to obtain the detalled
r.4ds statistics which are required to jJustify trade controls aad to
supplement our 1intelligence concerning Soviet Bloc needs.

There are minor differences of opinion between our experts ani
those of other countriles concerning the strategic importance of scme
items, and some categorles of items, with the result that the agreed
controls are not in all cases as restrictive as the United States
has heretofore requested. In these cases, however, the way remains
open for further discussion of the items concerned if we are able to
provide more conclusive evidence of the need for stricter controls.
In the absence of new or better information, on the other hand, and
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unless changed international conditions demand a drastic shift in
policy in this field, the United States ig committed to accept the
results of the London meetings in good faith and to allow sufficient
time to ‘ass to permit an appraisal of the practical results which
mey be exnected from the additional controls agreed in London.

Fconomic Imnact

The possible economic impact of these additional controls was
discussed at London in some detail, but none of the recommendations
for control was changed on that account. In keeping with the genere
principles agreed between the Foreign Ministers in New York, the
British and French gave full weight to strategic considerations, as
they sav them, and consldered them overriding. The discussion cof
economic consequences was generally constructive and forward-looking
It was seen that the additional controls would undoubtedly have an
effect cn the economies of both Great Britain and France, and that
8 rather scricus impact could be expected if there were a further
increase 1In the 1items brought under international control. It was
therefore agreed that there should be prompt and careful consider-
ation given to the problem of finding alternative sources for
essential supplies nowv being received from the Soviet Bloc and
alternative markets for commodities now being exported to the Soviet
Bloc. The U.S3. represcntatives gave general assurances of cur
desire to crsist in meeting such problems as may arise but made no
specific commitments of any kind.

Goods Needed for Western Defense Programs

With regard to the question of preventing expcrts to the Soviet
Bloc of goods urgently required for Western defense, as directed by
the Forelgn Ministers at New York, the three delegations at London
recognized that the criteria 1nvolved (1.e., strategic importance tc
Western countries) are different from those heretofore applicable to
the International Lists (i1.e., strategic importance to the Soviet
Bloc). 1t was therefore agreed that this matter should properly be
acted upwun by other organizations more directly concerned with
defense progrems and with the control of raw meterials and other
goods in short supply in the West. Accordingly, the question has
been put before the Deputies on the North Atlantic Council. It is
expected thet as soon as appropriate machinery cen be established,
controls cver shipments to the Soviet Bloc will be extended to deny
those items, not already embargoed, which a&re urgently needed for
the Western rearmament effort. In the meantime the British and
French Governments are taking action in specific cases to prevent
the expcrt of goods needed for their own defense progrems.

Annex: OStatistical Summary - Tripartite Conversations on Export
Control, London, October-November 1950

Department of State
January 8, 1951
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